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1977.*    This  comparison was  designed  to  indicate,   on  an .average  national
basis  in 1971,   the extent  to which solar technologies were  at  a  competitive
disadvantage due to underpricing of  conventional  energy   (see  table  7).         In
the  future,  however,   new oil  and  gas prices   should  gradually  increase  to a level
approximating  their  replacement  cost.

Due  to  the paucity of  information in this  area,   it   is  virtually   Impossible
for policy analysts   to accurately project  real  resource costs  of   conventional
energy  for their area.     Hence,   the  analysis  is  limited  to the use  of   average
user price projections.     In  the  case  of  oil and gas,   where prices  are expected
to  gradually increase to  their  replacement  costs,   this  omission is  not very
serious.     In the case of  electricity,  however,   user prices will be a misleading
indicator of  resource costs   in areas where utilities   continue  to use  average-cost
rate structures.    Analysts who are trying to quantify  the cost differential
among energy alternatives   should always  note this  discrepancy.     Allowance for it
can be made  by  performing   "sensitivity analysis."     For   example,   the analysis
can first  estimate   the positive  direct  and secondary  employment   effects of  an
energy alternative,   and then determine how high  the  energy costs must be to
either offset  these effects,   or make one indifferent  between  the  energy develop-
ment in question and an alternative one.     These "implicit"  replacement costs can
then be  compared  to  those in   table   7   (after taking account of   real  resource
cost escalation)   to assess whether  they are at  all reasonable  expectations for
the  future.

There are many sources   for  energy user prices,   including  local utilities,
energy companies,   local,   state and  national  energy offices and research insti-
tutions  (see, for example,  a  description of  the Bechtel and  SERI   data bases  in
section I,   part  1).     Useful  data  is  also  available  from recent publications,
including:

o    1977 Annual Report  to  Congress.     Vol.   I,   II,   III,  Energy Information
Administration,  U.S.  Department of Energy DOE/EIA-0036/1,2,3   (May
1978).     This  report  contains  historical  data  and projections  of national
energy use and energy prices  by sector.     Energy sources  include
electricity,  natural  and  liquid   gas,  petroleum products  and coal.     Some
regional  information is  also  available,   although  detailed  information on

The Domestic Policy Review of Solar,  A Response Memorandum  to  the President,
December 1978.    Available from:     U.S.  Department  of Energy,  Advanced Energy
Systems Policy Division.
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It should be noted that  these comparisons  do not   capture the wide  range of
regional variability.     For example,   current gas prices  range from $1.71/mmBtu in
San Francisco-Oakland to  $4.05/mmBtu in New York.     In all-electric homes,
heating rates  range from $3.25/mmBtu  in Seattle   (the next  lowest being  $8.55 in
Chicago)   to   $17-80/mmBtu in New York.eveloped by about 20 State Employment Security Agencies
